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Abstracts

United Kingdom Car Insurance Market was valued at USD 21.33 billion in 2024 and is

anticipated to grow USD 28.59 billion by 2030 with a CAGR of 5.06% during forecast

period. The United Kingdom car insurance market is one of Europe's most competitive

and mature, marked by stringent regulatory oversight, a diverse range of insurers, and

shifting consumer expectations. Several key factors drive the market, including

regulatory changes, technological advancements, and the growing adoption of digital

platforms. For example, Direct Line Group has introduced three new Direct Line-

branded motor insurance products on Compare the Market, marking its debut on price

comparison platforms. This move aligns with the company’s 2024 strategic plan,

targeting 90% of UK motor insurance customers who purchase policies through these

channels. These factors fuel market growth.

Key Market Drivers

Rise of Electric Vehicles (EVs)

The growing popularity of electric vehicles (EVs) is another important driver in the UK

car insurance market. As the UK government has set ambitious targets to phase out the

sale of new petrol and diesel cars by 2030, the demand for EVs is expected to increase

significantly. This shift presents both challenges and opportunities for insurers.
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According to the latest Motorparc data from the Society of Motor Manufacturers

and Traders, the total number of cars on the road in the UK increased by 1.6%, or

546,800 units, reaching 35,694,845. This growth was largely driven by the registration

of nearly half a million new battery electric vehicles (BEVs) and plug-in hybrid electric

vehicles (PHEVs) in 2023. The number of BEVs in use rose by 47.3% compared to

2022, with these zero-emission vehicles now representing 2.7% of all cars on the road,

up from 1.9% in 2022. This shift towards cleaner, more sustainable vehicles is a

significant driver for the UK car insurance market.

Shifting Consumer Behavior

Consumer expectations have evolved significantly in recent years, driven by the desire

for greater convenience, transparency, and flexibility. More UK consumers are now

seeking online and mobile-first services, with many opting to buy car insurance policies

via comparison websites or mobile apps. This shift towards digital platforms has

increased competition among insurers, leading to better pricing and more personalized

product offerings.

Consumers are also increasingly interested in usage-based insurance (UBI) models,

which allow for premiums to be calculated based on actual driving habits rather than

traditional models based on factors like age and vehicle type. The demand for pay-as-

you-drive or pay-how-you-drive insurance is expected to rise, especially as people

become more conscious of managing their expenses.

Regulatory Changes

Regulations in the UK car insurance market are constantly evolving to ensure consumer

protection, reduce fraud, and create a more stable and competitive environment for

insurers. One significant regulatory change that has impacted the market is the Civil

Liability Act 2018, which aimed to curb the cost of whiplash claims and personal injury

settlements. This reform introduced a new fixed tariff for whiplash claims, reducing the

number of claims and, in turn, lowering the overall cost of motor insurance premiums for

consumers.

Additionally, the Financial Conduct Authority (FCA) oversees the conduct of insurance

companies, ensuring that they adhere to fair practices, particularly regarding pricing,

claims handling, and customer service. The wholesale market reform aimed at

enhancing competition, simplifying policy terms, and offering greater transparency for

consumers is another important step taken by the regulatory bodies. As regulations
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continue to evolve, insurers must adapt to remain compliant while offering competitive

premiums and innovative insurance products.

Key Market Challenges

Rising Premium Costs

One of the most pressing challenges facing the UK car insurance market is the rising

cost of premiums. The average car insurance premium has increased significantly in

recent years, driven by factors such as inflation, rising repair costs, and increasing

claims expenses. Additionally, the whiplash reform, while aimed at reducing the number

of fraudulent claims, has not entirely contained the rising costs of personal injury claims.

The higher cost of car repairs, especially as vehicles become more technologically

advanced, contributes to increased premiums. Moreover, external factors such as

increased traffic congestion, the cost of parts, and labor shortages in repair centers

have further impacted pricing. As premiums continue to rise, customers may seek

alternative insurance options, including comparison websites, which increases pressure

on insurers to stay competitive while balancing profitability.

Fraud and Claims Management

Fraud remains a significant concern in the UK car insurance market. Despite efforts to

reduce fraudulent claims, the market is still affected by exaggerated or false injury

claims, staged accidents, and identity theft. Fraudulent claims drive up the overall cost

of premiums for all consumers. Insurers are increasingly leveraging advanced analytics,

artificial intelligence (AI), and big data to detect fraud and prevent fraudulent activities.

However, the sophistication of fraud schemes continues to evolve, requiring ongoing

investment in technology and personnel to combat these risks effectively. Moreover,

claims management remains a complex and costly process, with insurers having to

ensure accurate, timely, and fair settlement of claims while maintaining cost efficiency.

Balancing fast claims processing with thorough investigations is crucial, but it adds

operational complexity and can impact customer satisfaction if not handled well.

Key Market Trends

Adoption of Telematics-Based Insurance

Telematics-based car insurance, also known as 'black box' insurance, is rapidly gaining

traction in the UK market. This model uses technology to track a driver’s behavior,
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including speed, braking habits, mileage, and time of day. The data collected is used to

assess risk more accurately, offering safer drivers lower premiums. Telematics offers a

more personalized approach to insurance, which appeals to younger, tech-savvy drivers

who are often perceived as high-risk but can benefit from discounts by demonstrating

safe driving habits.

The growth of telematics is not only driven by consumers looking for cost-effective

insurance but also by the wider availability of connected vehicles. As more cars come

equipped with telematics capabilities, insurers are increasingly using this data to offer

pay-as-you-drive or pay-how-you-drive policies. This shift allows consumers to pay

premiums based on actual driving behavior rather than traditional risk factors like age,

gender, or location. The rise of telematics-based insurance is expected to continue, as it

provides greater accuracy in risk assessment and customer engagement, ultimately

benefiting both insurers and policyholders.

Rise of Digital-First Platforms

The UK car insurance market is witnessing a shift toward digital-first platforms, driven

by changing consumer preferences for convenience and speed. Consumers now

demand seamless online experiences, from getting quotes to purchasing policies and

managing claims. Insurers are increasingly adopting mobile apps, comparison websites,

and automated chatbots to improve customer experience and streamline their

operations. These digital tools allow customers to compare quotes from various

insurers, customize their policies, and even purchase insurance within minutes.

Segmental Insights

Vehicle Type Insights

The new car segment was the dominating category in the United Kingdom car

insurance market. This dominance is primarily driven by the growing demand for new

vehicles, supported by advancements in automotive technology and rising consumer

confidence. New cars typically attract higher insurance premiums due to their higher

value and increased repair costs, making this segment crucial for insurers. Additionally,

new car owners often opt for comprehensive coverage, which further boosts the market.

With the ongoing shift towards electric vehicles and new car models, this segment is

expected to continue to lead in both market share and premium growth in the UK. For

instacne, The Society of Motor Manufacturers and Traders (SMMT) reported a 6%

increase in new car sales in the UK during the first half of 2024, reaching just over 1
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million units, compared to 949,000 in the same period last year. This growth was driven

entirely by a rise in business and fleet sales, contributing to the overall market

expansion.

Regional Insights

England was the dominating region in the United Kingdom car insurance market,

accounting for the largest share of policies and premiums. This dominance is driven by

its substantial population, higher vehicle ownership rates, and concentration of urban

areas like London, which contribute to a greater demand for car insurance. The region's

diverse customer base, encompassing both personal and commercial insurance needs,

further solidifies its leading position. Additionally, England's advanced infrastructure,

economic activity, and technological adoption, such as telematics and digital platforms,

play a significant role in shaping the market, making it the central hub of the UK car

insurance industry.

Key Market Players

Admiral Group Plc

Direct Line Insurance Group plc

Aviva insurance Limited

Hastings Group Holdings Limited

AXA UK plc

Liverpool Victoria General Insurance Group

Esure Group Plc

Royal & Sun Alliance Insurance Limited (RSA)

Ageas Insurance Limited

National Farmers Union Mutual Insurance Society Limited (NFU Mutual)
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Report Scope:

In this report, the United Kingdom Car Insurance Market has been segmented into the

following categories, in addition to the industry trends which have also been detailed

below:

United Kingdom Car Insurance Market, By Vehicle Type:

New Car

Used Car

United Kingdom Car Insurance Market, By Type:

Third Party Insurance

Comprehensive Insurance

United Kingdom Car Insurance Market, By Provider:

Insurance Companies

Insurance Agents/Brokers

Others

United Kingdom Car Insurance Market, By Region:

England

Scotland

Wales

Northern Ireland
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Competitive Landscape

Company Profiles: Detailed analysis of the major companies presents in the United

Kingdom Car Insurance Market.

Available Customizations:

United Kingdom Car Insurance Market report with the given market data, TechSci

Research offers customizations according to a company's specific needs. The following

customization options are available for the report:

Company Information

Detailed analysis and profiling of additional market players (up to five).
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